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Mixed-income transit-oriented development (TOD) can allow for communities, public and 
private partners to reap significant economic, environmental, and quality-of-life benefits. TOD 
includes a mixture of housing, office, retail, and/or other amenities integrated into a walkable 
neighborhood and located within a half-mile of quality public transportation (Reconnecting 
America 2016). Many research studies have highlighted the benefits of TOD, including increased 
property values, increased transit ridership and reduced air pollution (Reconnecting America 
2016). In this paper, I will discuss the benefits that TOD, particularly mixed-income TOD, 
provide communities, public and private stakeholders. I will include discussion of a proposal for 
mixed-income TOD near the Fannin South Park & Ride facility in Houston, Texas. The proposal 
will include a site overview, a market-study, a discussion of comparable properties and a case 
study of successful mixed-income TOD with similar characteristics to the proposed site at 
Fannin South Station. I include results of cost-driven financial feasibility analyses for market-
rate, affordable, and mixed-income TOD on the site to determine what, if any, financial support 
is needed to support this Houston-area mixed-income TOD. I will conclude with a discussion of 
public and private options to increase financial feasibility for mixed-income TOD.  
Economic, environmental, and quality-of-life benefits of TOD 
Numerous research studies have quantified economic benefits of TOD to cities and households 
in the U.S. Belzer and Autler (2002) describe the high cost of sprawl to metropolitan areas and to 
residents. Many U.S. metropolitan areas are rapidly expanding their rate of urbanization. These 
metropolitan areas are bearing the high cost of water, sewer, and road infrastructure without a 
corresponding increase in population to cover the cost of infrastructure. Given the high costs of 
parking and highway maintenance, the U.S. spends more of its GDP on transportation than any 
other wealthy countries (Belzer and Autler 2002). U.S. households, Benzer and Aulter show, 
spend more on transportation than on any other expense besides housing (2002).  The average 
household spends 19% on transportation, while households with good transit access spend only 
9% (Reconnecting America 2007).  TOD can assist cities and households in lowering their 
significant transportation costs. 
TOD is associated with significant environmental benefits, as well. The U.S. Department of 
Transportation shows that transportation is the second-largest source of total U.S. greenhouse gas 
emissions, and illustrates that private automobiles account for roughly two-thirds of 
transportation-related emissions (Department of Transportation 2010). Public transportation 
produces significantly lower greenhouse gas emissions per passenger mile than private vehicles, 
and participation matters; the more passengers that are riding public transportation, the lower 
emissions per passenger mile. Research in California has shown that people who live in TOD are 
5 times as likely to use transit as residents of the region at large, and people who work in TOD 
are 3.5 times as likely to use transit (Reconnecting America 2007). Thus, TOD can assist in 
decreasing individuals and municipalities’ environmental impact. 
TOD has been linked to a variety of quality-of-life benefits including health and safety benefits. 
Killingsworth (2001) states that the majority of adults in the U.S today live sedentary lifestyles 
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due, in part, to the advent of “automobiles, highways, suburbia and strip malls” in the country. 
The Center for Disease Control and Prevention (CDC) recommends 30 minutes of moderate 
physical activity at least five days a week, and 75% of U.S. adults do not meet that threshold 
(Killingsworth 2001). Sedentary lifestyles are linked directly to debilitating cardiovascular 
illnesses and cancers, and costs to the U.S. associated with physical inactivity may exceed $150 
billion annually (Killingsworth 2001). Living or working in a TOD near sidewalks, trails, parks 
and facilities that promote physical activity can provide significant health benefits to 
communities. In terms of individuals’ safety, each year, about 6,000 pedestrians are killed by 
automobiles, representing about one in every seven vehicle-related deaths (Killingsworth 2001). 
These deaths are more likely to occur in sprawling cities that have not invested in public transit 
infrastructure. TOD can increase residents and workers’ health and safety. 
Heightened demand for TOD 
 Demand for TOD has risen significantly in recent years due to changing demographics, and real 
estate developers and investors have taken note. Traditionally, U.S. households have been 
composed of 2 parents and more than one child, and these households have preferred to live in 
the suburbs (Reconnecting America 2007). This demographic group, however, only comprises 
25 percent of households and is shrinking (Reconnecting America 2007). Growing U.S. 
household groups are “smaller, older, and more ethnically diverse..[and] have historically shown 
a preference for higher-density housing near transit” (Reconnecting America 2007).  ULI’s 
“Emerging Trends” Real Estate Reports have ranked TOD highly for investors 5 years in a row, 
highlighting a shift towards TOD (Reconnecting America 2009).  By 2030, “almost a quarter of 
all US households looking to rent or buy are likely to want higher-density housing near transit” 
(Reconnecting America 2007).” Real estate developers and partners in recent years have 
constructed many successful TOD projects. 
The case for mixed-income TOD  
Reconnecting America’s market study (2007) shows that half the demand for TOD housing will 
come from households with incomes below area median income. Lower-income residents are 
more likely to live near transit options than in other census tracts (Reconnecting America 2007). 
Given rising popularity and property values near TOD, however, low-income residents residing 
near transit are at significant risk for displacement from their homes. TOD including 
multifamily, mixed-income residential units allows people of all income levels to live in 
neighborhoods easily-accessible to jobs, schools and services. As previously mentioned, while 
the average family in an auto-dependent neighborhood spends about 19% of the household 
budget on transportation, very low-income households spend 55% or more (Reconnecting 
America 2007).  Mixed-income TOD helps deconcentrate poverty and broaden access to 
opportunity to residents of all income-levels.   
Financial and social benefits of mixed-income TOD 
 Mixed-income TOD is an attractive opportunity for developers, transit agencies, cities, and 
residents. By including market-rate units in housing within or near TOD, developers may not 
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have to rely so heavily on subsidies required to build units below market rate. Furthermore, sites 
near transit often permit higher densities and lower parking ratios that can improve the financial 
feasibility of mixed-income TOD (Reconnecting America 2009). Transit agency executives 
understand that TOD improves ridership and allow for more revenue-generating opportunities. 
Cities understand that TOD can catalyze economic development by increasing population and 
tax base. Mixed-income TOD offers households of all income levels, particularly low-income 
levels who spend a majority of income in transit, ease of access to schools, jobs and other 
opportunities for themselves and their family members.     
Mixed-income transit-oriented development opportunity at Fannin 
South 
There exists an opportunity for building mixed-income TOD on a fifteen-acre (655,401 sf) parcel 
owned by METRO Transit Authority of Harris County (METRO) adjacent to the METRO’s Park 
& Ride facility at Fannin South Transit Center (Fannin South) in the southwest region of 
Houston, Texas, right outside of the I-610 highway loop (see Figures 1 and 2 below for context).  
Figure 1: METRO-owned, 15-acre parcel at Fannin South Transit Center (highlighted in green) 
 




Figure 2: Enlarged visual of METRO-owned, 15-acre parcel at Fannin South Transit Center (highlighted 
in green) 
 
Source: Harris County Appraisal District 2016 
History & Background  
METRO is Harris County’s public transportation agency that runs bus, light rail, bus rapid 
transit, and paratransit services in the city of Houston, Harris County’s central city, and other 
surrounding localities.  METRO’s Fannin South is home to a Park & Ride facility located at the 
southernmost terminus of the METRORail Red Line. 
The METRORail and bus system connects Harris County residents to schools, employment 
nodes, amenities and entertainment destinations. The METRORail Red Line, specifically, has 
been lauded as “one of the nation’s most traveled lines based on boardings per track mile (Harris 
County METRO 2017). The 13-mile Red Line opened in 2004. The Red Line (see Figure 3) runs 
north from Fannin South to the Northline Transit Center through the Texas Medical Center 
(TMC). TMC, “the largest life sciences destination in the world,” includes 21 hospitals, 8 
specialty institutions, eight academic and research institutions, 4 medical schools, 7 nursing 
schools, 3 public health organizations, 2 pharmacy schools, and 1 dental school (Greater Houston 
Convention & Visitors Bureau 2017). Other educational institutions adjacent to METRORail 
stops include Rice University, the University of Houston, and Houston Community College. 
METRORail’s Red line runs through Houston’s thriving Museum District, Midtown, and 
Downtown areas. METRORail’s Green and Purple rail lines connect to the Red Line in 
Houston’s Downtown. The Green and Purple lines, respectively, connect East and Southeast 
Houston residents and visitors to Downtown and other business and entertainment corridors in 
the city (Harris County METRO 2017).  
5 
 
Figure 3: METRORail transit map 
 
Source: Harris County METRO 2017 
Besides the METRORail, METRO runs 4 bus routes from Fannin South (see Figure 4), 
connecting residents and visitors to TMC, shopping centers, hospitals, school campuses, transit 
centers, and Hobby Airport (METRO 2017).    
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Figure 4: Bus and rail lines operating from Fannin South (starred) 
 
Source: Harris County METRO 2017 
Public-private partnership proposal 
The City of Houston is very interested in partnering with developers to increase mixed-income 
TOD in the city. Within Houston’s general plan, “Plan Houston,” core strategies related to TOD 
are listed including, “nurtur[ing] safe and healthy neighborhoods” and “connect[ing] people and 
places” (City of Houston 2015). Relevant goals associated with the strategies include developing 
“attractive, walkable neighborhoods with diverse housing types, values, and character” and 
creating “an affordable, multi-modal transportation network providing convenient access and 
mobility throughout the region for people and goods” (City of Houston 2015).  In his recent 
“State of Mobility” speech, Houston’s Mayor, Sylvester Turner, expressed that “the City stands 
ready to coordinate with developers who wish to [support]...well-designed developments that 
enable a denser, walkable environment” (Turner 2016). The ideal TOD at the Fannin South 
Station Park & Ride facility would include residential units for a range of income-levels and 
commercial development geared to serve transit-users (McCasland 2017).  
METRO is particularly interested in supporting development of mixed-income residential 
properties that will house METROLift users in one area and reduce METROLift provision costs 
for the agency (Spieler 2017). METROLift is a complementary paratransit service that provides 
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transportation for low-income persons with disabilities, and provision of the curb-to-curb service 
to riders around Harris County (the third most populous county in the US) poses a significant 
per-ride cost to the agency and taxpayers (US Census Bureau 2016). Many METROLift users are 
able to board METRORail and METRO buses, and these users would benefit from living in 
affordable units near public transportation options (Spieler 2017). By supporting a mixed-income 
housing development at Fannin South including market-rate and affordable units, METRO can 
benefit from housing low-income METROLift users in a single location.     
Given METRO’s interest in housing METROLift users, increasing transit ridership and 
providing retail amenities to transit riders, the agency is willing to offer incentives including land 
at no cost to the developer to improve financial feasibility of developing mixed-income TOD at 
Fannin South (McCasland 2017).  
Site characteristics and conditions 
 
Figure 5: Fannin South (starred) and surrounding properties
 
Source: Google Maps 2017 
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METRO’s Fannin South site, located at the intersection of Fannin Street and West Belfort 
Avenue (see Figure 5) includes the Fannin South Metro station, the Fannin South Park & Ride 
facility, and METRO’s Rail Yard and Shop facility. The station, a single island platform 
including two sheltered seating areas, was opened in 2004. The Park & Ride lot is a surface lot 
which has 1,437 parking spaces in total (ParkMe 2016).The daily parking rate is $3, and users 
can pay $40 for a monthly pass (ParkMe 2016). Though the four-lane Fannin and West Belfort 
roads provide cars with ease of access around the area and to the I-610 West freeway to the north 
of the site, there are no crosswalks present to connect Park & Ride users from the surface lot to 
businesses nearby. Transit users are likely not interested in stopping at current businesses within 
a half-mile radius of the site, as these businesses are not geared to serve transit-users. Current 
businesses include a wholesale warehouse (Sam’s Club), several corporate campus (Texas 
Tamale; BBQ Hall of Flame), a warehouse (La Nova Tile), and a boat gallery (Houston Boat 
Show). There are currently no retail locations (eg. coffee shops, grocery stores, restaurants) 
present within a half-mile radius to serve transit-users before, during, or after they commute to 
their final destinations. There are currently no residential properties within a half-mile radius of 
the Fannin South site.  
Market Research: Demand & Supply Factors 
Described below are results of a market analysis to analyze demand and supply for residential 
space in the Fannin South market area characterized as the 10-minute drive-time around Fannin 
South. The 10-minute drive-time radius depicted in Figure 6 represents the geographic region 
from which the majority of potential tenants can be drawn, given the amount of jobs, schools and 
amenities present in the area and linked by transit options at Fannin South. 
Figure 6: 10 minute drive-time radius around Fannin South (starred) 
 




Demand factors: population, age, education, income, and employment 
It is essential to perform thorough, “demand-side” market research to understand demographic 
and income characteristics of individuals that would be interested to move to a mixed-use 
development at Fannin South. The following tables illustrate demand-side trends.  
Table 1- Population Projections: Fannin South and Harris County (2016-2021) 
  2016 2021 % change 
 
Fannin South Park & Ride Market 
Area 
177,512 193,888 9.23% 
 
Harris County 
4,520,650 4,880,620 7.96% 
Source: ESRI Demographic and Income Profile 2016 
As Table 1 shows, the total population of 177,512 individuals living within the market area is 
expected to increase by 9% in 2021. This 9% projected increase is slightly higher than the 
projected increase in population of the county as a whole, and reflects a significant demand for 
residential and potentially commercial space in the area.   
Age and education-level statistics (see Table 2 and Figure 7) illustrate that students and young 
professionals comprise the majority of residents in the market area. Approximately 29% of the 
population in the Fannin South market area lies between the ages of 20 and 34. Though the 
percentage of high-school educated individuals living in the market area is slightly lower than 
that of Harris County, there is a significantly higher percentage of individuals with a bachelor’s 
degree in the market area, and an almost double the percentage of graduate/professional degree 
holders in the market area than in Harris County as a whole.  
Table 2- Age range of residents in Fannin South market area 












Figure 7- Education levels of residents in Fannin South vs. Harris County 
 
Source: ESRI Comparison Data 2016 
Table 3: Income level projections of residents in Fannin South vs. Harris County 
 2016 2021 % change 
Fannin South Market Area $45,004 $ 46,500 3.32% 
Harris County $55,739 $ 61,638 10.58% 
Source: ESRI Comparison Data 2016 
The median household income of $45,004 (see Table 3) within the Fannin South market area is 
significantly lower than that of the county as a whole, and this figure is reflective of the 
significant student and health care/educational worker population comprising the area.  
Table 4: Top 10 job types in Fannin South market area by NAICS industry sector 
Health Care and Social Assistance 26.1% 
Educational Services 16.7% 
Professional, Scientific, and Technical Services 7.1% 
Administration & Support, Waste Management and 
Remediation 
6.7% 
Accommodation and Food Services 6.1% 
Retail Trade 5.6% 
Manufacturing 4.6% 
Public Administration 4.2% 
Finance and Insurance 3.6% 
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Wholesale Trade 3.4% 
Source: US Census Bureau, OnTheMap Application and LEHD Origin-Destination Employment Statistics (2014) 
Employment data for the Fannin South market area (see Table 4) illustrates that a significant 
proportion of working residents in the Fannin South Market Area work in “Health Care and 
Social Assistance” field, followed by “Educational Services” field. This is unsurprising, given 
the proximity of the TMC and the variety of educational institutions within the 10-minute drive 
time market area.  
Supply factors: housing units and structure types 
It is important to analyze the current market of housing units and structure types within a market 
area to understand trends on the supply-side. The following tables illustrate supply-side trends 
within the 10-minute drive time radius of Fannin South.  
Table 5: Profile of total occupied housing units (2016-2021)  
 2016 2021  
 Number Percent Number Percent 
Projected growth rate 
between 2016-2021 (%) 
Owner-occupied 29,913 35.8% 31,888 35.4% 6.6% 
Renter-occupied 43,693 52.3% 48,281 53.6% 10.5% 
ESRI Housing profile 
Table 6: Housing units by structure type  
Type Number Percent 
Single-family 37,201 46.9% 
Multi-family 42,068 53.1% 
ESRI ACS 2010-2014 Housing Summary  
The majority of the 73,606 total occupied housing units within the Fannin South market area are 
renter-occupied, and the number of renter-occupied units is expected to increase by 11% by 
2021. 36% of occupied units are owner-occupied within the market area, but the projected 
growth rate of owner-occupied homes is lower than that of renter-occupied units. There is an 
11.9% housing vacancy rate within the market area, but this rate is projected to decrease slightly 
to 11.0% by 2021. The majority of housing units are comprised of multi-family units ranging 
from 2 to 50 or more units, and the largest proportion of these multifamily unit structures 
(19.6%) are comprised of 50 or more units (ACS 2010-2014). 
Qualitative research- interviews with transit-riders at Fannin South 
It is important to perform both quantitative and qualitative research to best understand the market 
for mixed-income TOD in Fannin South. I spoke with multiple transit-riders of different ages at 
the Fannin South Red Line stop to learn if they would be interested in moving to a multi-family 
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property at Fannin South (See Table 1 in Appendix for full list of questions asked). The majority 
of younger respondents (aged 18-25) who worked near a Red Line transit stop but lived 15 to 25 
minutes away from Fannin South expressed their interest in moving to a multifamily property 
walkable to Fannin South. “It would be very convenient to move close by [for work],” one 
respondent told me. These younger respondents expressed that they would appreciate having 
“coffee shops” and “convenience stores” walkable from Fannin South, as well.  
 
Older residents, however, felt less-inclined to move to Fannin South for the convenience of 
walking to the Fannin South stop. A 42-year-old female respondent told me that she did not mind 
her “30 to 40 minute” commute to the station (along with the 20 minute commute to her 
workplace), and that she preferred to live in her “big house” in Humble, one of Houston’s 
northern suburban areas. A 65-year-old female, working resident from Houston’s Sunnyside 
neighborhood, expressed an interest in construction of a convenience store “with fresh fruits and 
vegetables.” Sunnyside is classified as a food desert in Houston (Spieler 2017). Though this 
qualitative research does provide a brief snapshot of transit users at Fannin South, thorough, 
qualitative research must be completed to supplement quantitative analysis and best understand 
the market for residential and commercial use at Fannin South.  
 
Comparables 
As stated previously, no TOD exists within a half-mile radius of Fannin South. The Fountains at 
Almeda and IMT at the Medical Center are multi-family properties closest to the site and one 
transit stop away from the site, respectively. The Domain at Kirby Apartments is the closest 
mixed-use property to Fannin South. 
The Fountains at Almeda, located 0.9 miles northeast of Fannin South, is the closest apartment 
complex to the transit center. The 3-story, 252-unit complex was built in 2007.  The property 
offers one and two-bedroom units ranging in size from 707-1,237 sf, and in rent cost from $998 
to $1,604 (CoStar 2017). Average asking price per square foot runs at $1.50, and the property is 
71% occupied (CoStar 2017). The property offers amenities including a clubhouse, a fitness 
center and recreation area, and a coffee bar.   
IMT at the Medical Center is located 1.3 miles north of Fannin South, and 0.2 miles away from 
the Reliant Park METRORail stop, one stop north of Fannin South’s METRORail stop. The 3 
story, 678-unit property offers studio-sized to three-bedroom garden-style apartments, ranging in 
size from 498 to 1,107 square feet and in rent cost from $1,105 to $2,030 (CoStar 2017).  The 
complex is 95% occupied, and average asking price per square foot is $1.41 (CoStar 2017). IMT 
is spread out over 29 acres, and, like The Fountains, includes a clubhouse, a fitness center, a 
swimming pool, and a business center. This property offers a shuttle bus service to residents 
directly to TMC.  
The Domain at Kirby Apartments property, located 2.1 miles northeast of the Fannin South 
Transit Center, is the closest mixed-use property to Fannin South. The 5-story, 239-unit property 
houses a variety of retailers on its first floor including a UPS Store, Nola PoBoys, Glazed 
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Donuts, and Tiff’s Treats. The Domain offers 1 to 3 bedroom units ranging in size from 725 to 
1,483 square feet, and ranging in rent cost from $1,199 to $2,033 (CoStar 2017). The complex is 
96% occupied, and average asking price per square foot is $1.34 (CoStar 2017). On the property 
is a clubhouse, a business center, and a fitness center.  
Case Study: Mixed-use, mixed income TOD at South Kirkland Park & Ride 
(SKPR) 
Figure 8: SKPR design (City of Kirkland 2013) 
Though a variety of mixed-use, mixed-
income projects have been completed 
around the U.S, only one has 
incorporated mixed-use, mixed-income 
TOD at a public Park & Ride facility. In 
2015, King County, WA representatives 
successfully opened a mixed-income, 
mixed-use TOD at the King County’s 
Park & Ride facility at South Kirkland. 
Analyzing this case study of existing 
TOD at a publicly owned Park & Ride 
facility will be useful to determine 
options for mixed-income TOD at 
Fannin South.   
In 2015, after 10 years of planning and coordination with public and private partners, King 
County Metro opened The South Kirkland Park and Ride transit-oriented development (SKPR) 
on its seven-acre site. King County Metro agency partnered with the cities of Kirkland and 
Bellevue, as well as a private partner (Polygon Northwest) and a non-profit partner (Imagine 
Housing) to bring the development to fruition.  
The total project includes 244 new apartment units (186 market-rate and 58 permanently 
affordable units) in two buildings above commercial uses and a parking garage (King County 
Council 2015). A real estate agency and a private gym are currently leasing commercial space at 
SKPR (Kirkland Crossing 2017). The project design included green building techniques.  A new, 
3-story, 530-stall King County Metro parking garage was also built, expanding the number of 
parking stalls at the site from 603 to 850. The increase of over 200 new spaces has allowed for an 
increased use of transit at the site for commuters and new residents (Bhatt 2016).   
The property offering 186 market-rate units, Kirkland Crossing, has studio and 1-bedroom 
apartments ranging in size from 498-748 square feet, and in rent cost from $1,495 to $1,865 
(CoStar 2017). Average asking price per square foot is $2.38, and the property is currently 95% 
occupied (CoStar 2017). In the property is a fitness center, clubhouse and a movie theater.   
The property offering 58 affordable units, Velocity, houses residents that earn between 30% and 
60% of the area-median income of $40,000 (Imagine Housing 2014). The property has studio, 
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one, two, and three-bedroom apartments. Velocity has a fitness center and various community 
spaces, including a rooftop garden with walking path, and a community room. The building 
meets Evergreen standards for energy efficiency and became fully occupied very quickly after 
opening (Imagine Housing 2014). 
The SKPR TOD construction has allowed for residents to move into the properties without cars. 
Both the mixed-rate and affordable properties share a parking garage, and 9 of the parking spaces 
allotted for the affordable property remain unused, given the frequent bus service offered near 
the apartments (City of Kirkland 2013). 
Beyond housing and parking, SKPR also includes a network of “pedestrian linkages, plazas, 
courts and sidewalks [that] will anchor the community to the neighborhood and provide activities 
for residents and visitors to the site” (City of Kirkland 2013). Pedestrians and bike trails link the 
TOD to growing centers around the region.  
The project was financed with a variety of federal, state, and local public and private funding 
sources.   FTA and WSDOT provided over $7 million, $1 million in Metro Transit funding, $10 
million in tax credit financing, and other funding from affordable housing partners. Over $30 
million for the project came from public sources (City of Kirkland 2013). 
In October of 2015, The Puget Sound Regional Council awarded the SKPR TOD a VISION 
2040 Award for “creating a mixed-use project that incorporates sustainable development, 
walkability, and connections to transit and trails” (City of Kirkland 2013). 
Financial feasibility analysis for TOD at Fannin South  
A static, cost-driven analysis technique was used to explore the financial feasibility of 
constructing a mixed-income TOD at METRO’s 15-acre Fannin South site1. The cost-driven 
analysis is a common, back-of-the-envelope technique used by developers to determine if the 
estimated costs of the project will allow sufficient returns from rent or sales from a project with 
limited information (Godschalk and Malizia 2013). This analysis utilizes hard and soft cost data 
for a 350-unit, garden-style complex provided by the City of Houston (City of Houston 2017).  
Financing assumptions include a loan-to-cost ratio of 0.75, a debt-service coverage ratio of 1.15, 
and a cash-on-cash return of 12% to equity investors.  The annual mortgage constant was 
calculated assuming an interest rate of 4.5% paid back over 20 years. Given data from 
comparable properties within the Fannin South market area, market-rate rent for the 900-square-
foot units modeled in the project was estimated at $1,200 and vacancy at 10% (CoStar 2017). 
Surface parking is included in “site development costs,” and is modeled at one space per unit.  
 
Figures 9 and 10 below illustrate cost-driven analyses for a base case, 350-unit garden-style 
apartment complex and a 350-unit affordable, garden-style apartment complex, respectively. 
                                                          
1 This project assumes usage of the full site including the current Park & Ride area, since it was not specified how 
much of the Park & Ride area the City of Houston aims to preserve. If a developer pursues this project, it will be 
important to understand how much of the Park & Ride the City would like to maintain at the site. 
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Figures 11 and 12 model a mixed-income TOD with two separate development programs on the 
Fannin South site including 175 market-rate units and 175 affordable units.   
 
Figure 9: Cost-driven analysis: base case for 350-unit, market-rate, garden-style apartment complex 
 






The 350-unit market-rate property (Figure 9)  has lower hard and soft costs associated with it 
than does the affordable property, but the required rent necessary to cover the costs for the 
market-rate property is still 40% above the market rent. The market-rate option does not seem to 
be financially feasible at this time.  
 
The affordable, 350-unit property (Figure 10) is modeled with $0 land cost, since the City of 
Houston has offered developers publically-owned land free of charge to build mixed-income 
TOD (McCasland 2017). The affordable property is modeled with 0% vacancy loss, given the 
long wait-list of individuals and families seeking affordable housing in the city (McCasland 
2017). As mentioned previously, costs for this affordable property are higher than those 
associated with the market-rate property. Hard costs include a 7.5% increase, and soft costs 
include financing fees and HUD inspection & legal fees (City of Houston 2017). The free land 
and 0% vacancy loss did increase the project’s financial feasibility, and the rent required only 
lies 26% over market-rate rent per square foot2. Generally, projects with required rent 15 to 30 
percent above actual rent are granted further attention from developers and investors (Godschalk 
and Malizia 2013).  
 






                                                          
2Note: The cost-driven analysis does not reflect that tenants approved for affordable units will pay below-
market rent   
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Figure 12: Cost-driven analysis: 350-unit, mixed-income TOD (affordable portion= 175 units) 
 
The 350-unit, mixed-income property is modeled as two, distinct properties on the same site 
(Figures 11 and 12), similar to SKPR’s program described previously. Given the inclusion of 
affordable units in the program, $0 land cost is modeled for both the property with market-rate 
units (175) and the property with affordable units (175)3. The affordable units are modeled with 
0% vacancy loss. Land at no cost did reduce the required rent of the market-rate portion of the 
project to 39%, as opposed to 40% modeled in the 350-unit, market-rate property. The required 
rent for the affordable portion of the project remained at 26% over market rent. The results of 
these static cost-driven analyses imply that the best use of land would be construction of a 350-
unit affordable apartment complex on the 15-acre, Fannin South site, but options exist to increase 
financial feasibility for mixed-income TOD here. 
Recommendations for increasing feasibility: incorporate commercial 
space into the program 
 
As defined previously, TOD can include a mix of uses including residential, office, and retail 
uses. This section explores potential opportunities for other commercial uses at Fannin South. 
Commercial spaces could be built to attract more tenants and increase income potential for 
developers, as no mixed-use development is currently present within walking distance of Fannin 
South. The development programs illustrated above have a total footprint (including both 
                                                          
3 Including 175 market-rate and 175 affordable units proved to be more financially feasible than 
other ratios attempted. Furthermore, by including the same number of market-rate and 
affordable units in the project, there will be less risk of public resistance for using public funds to 
support private development.   
18 
 
building and parking space) of 472,500 square feet, leaving 182,901 square feet available for 
commercial development.  
 
City of Houston and METRO stakeholders envision commercial space geared towards 
“increasing transit-ridership and amenities for transit riders” (Spieler 2017). Options discussed 
included a convenience store, small grocery store, dry cleaner, bakery, ice cream shop or donut 
shop (McCasland 2017). Including a convenience store on-site could also support residents of 
Sunnyside neighborhood, as one transit-rider expressed, a food desert in Houston. Considerations 
must be made, however, to determine the type of commercial uses that could be feasible at 
Fannin South.   
 
Retail  
Retailers require a specific amount of traffic to meet their projected income levels. Hence, the 
timing and intensity of foot traffic present at Fannin South will highly influence types of retailers 
that might be attracted to the TOD (Gray n.d). A retailer that requires a steady flow of traffic all 
day will not likely be interested in located next to a commuter station which only has substantial 
traffic during morning and evening rush hours (Gray n.d.).  
 
Office 
Increases in employment in the site’s surrounding area often drives demand for office space 
within the site. If the TOD is not located in a central business district, it may be best to focus on 
localized office space drawing from the local area (Gray n.d.). These tenants are often small and 
offer services to local residents. Realtors, financial planners, lawyers and accountants have 
typically occupied office space at TOD.  
 
Community service space 
If retail and office tenants feel wary of locating in a TOD, it could be helpful to anchor the 
project with “community service commercial space” (CSCS) (Steuteville 2011). The Unity 
Council community development corporation’s Fruitvale Village, a mixed-use development in 
Oakland, CA, had trouble engaging retail and office tenants in 2006. By filling spaces with 
community service commercial tenants including a high school, a healthcare clinic, a senior 
space and a public library, the Unity Council succeeded in generating ample foot traffic beyond 
commuter traffic. Retailers became more attracted to the TOD and, by 2009, nearly all of the 
vacant storefronts were occupied (Steuteville 2011). By anchoring the TOD with community 
service commercial tenants, the Unity Council successfully engaged retail tenants.   
 
Recommendations for increasing feasibility: seek funding partners 
Equity contributions and flexible debt financing terms could also increase financial feasibility for 
mixed-income TOD by Fannin South. Local funding partners including the Houston-Galveston 
Area Council, Texas’ Departments of Transportation and Housing & Community Development. 
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Non-profit partners could include Avenue CDC, Covenant Community Capital Corporation, and 
Local Initiative Support Corporation (LISC) (Harris County METRO 2016). Other strategies 
used by public departments to increase financial feasibility of constructing mixed-income TOD 
are listed in Table 7. 
 
Table 7: Public sector strategies used to maximize financial feasibility for mixed-income TOD 
Department Strategy Benefit(s) 
State/regional/local Create a vision with community members to 
set standards before project proposed by 
developer 
Reduce time for developer 
seeking public review on 
project 
State/regional Implement inclusionary zoning (10-25% 
mandatory affordable housing in every 
development) 
Ensure affordable housing 
supply needs will be 
addressed; mitigate 
entitlement risk for developer 
State/regional Grant LIHTC* funding to mixed-income TOD Increase financial feasibility 
for developer 
State/regional Apply for brownfield redevelopment grant 
from EPA, if needed  
Increase financial feasibility 
for developer 
Local Require a percentage of TIF** revenue to be 
apportioned to affordable housing 
preservation/development 
Ensure affordable housing 
supply needs will be 
addressed 
Local Partner with for-profit and non-profit 
institutions to buy rental properties for use 
as permanent, affordable housing 
Ensure affordable housing 
supply needs will be 
addressed 
Local Encourage local banks to provide lower-cost 
mezzanine loans for multifamily construction 
in TOD 
Increase financial feasibility 
for developer 
Local Invest in infrastructure (eg. sidewalks/parks) 
to enhance curb appeal 
Mitigate marketability risk for 
developer 
Local Grant density bonuses to developers Increase financial feasibility 
for developer 
Local Provide patient capital from redevelopment 
fund  
Increase financial feasibility 
for developer 
Local Reduce parking requirements and/or 
incorporate car-sharing facilities in public 
parking structures 
Increase financial feasibility 
for developer 
Local Become an equity partner in development 
(eg) fund public parking structure 
Increase financial feasibility 
for developer 
Local Establish land bank to enable early purchase 
of land near transit facilities 
Increase financial feasibility 
for developer 
Source: Reconnecting America 2009 
 
*- The Low-Income Housing Tax Credit (LIHTC) is the federal government’s program for encouraging private equity 
investment in the development of affordable, rental housing for low-income households 
**- Tax-increment financing (TIF) funds are generated by the increase in property and/or sales tax revenues that 
occur within a designated TIF district; some states have required a percentage of TIF funds to be used to create 




Mixed-income TOD can allow residents of all income-levels access to economic and social 
opportunities for advancement. Heightened demand for TOD has piqued private developers’ 
interest in constructing TOD. Given the community benefits associated with mixed-income TOD 
as well as the high cost of sprawl and highway construction, cities and regions including 
Houston, Texas are seeking to support private developers’ construction of mixed-income TOD. 
This portfolio highlights public provision of land at no cost to increase financial feasibility for 
building mixed-income TOD at Fannin South. Other public and private financing tools can be 
leveraged to further support private development of mixed-income TOD at Fannin South. 
Construction of mixed-income TOD in Houston can help the city attract innovative, active 
professionals seeking to live, work, and play in a walkable area connected by public transit and 




Table 1: Questions asked to transit-riders at Fannin South 
 
1. Age? 
2. Do you work? Where do you work? 
3. How did you get here? Did you park in the Park & Ride?  
4. In what area of town do you live?  
5. Where are you taking the rail/bus? 
6. Would you be interested in moving to an apartment complex here, walkable to your 
transit stop? Why/why not? 
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